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• Positive results in the current 

quarterly earnings season (so  

far, these are in line with market 

expectations); 

• Some reprieve in global trade 

tensions; and 

• Mostly positive economic data 

(although what impact the emer-

gency economic measures taken 

by many countries will have in 

the medium- to longer-term re-

mains to be seen—Editor). 

 

What can we learn from historical 
global outbreaks? 
Financial markets have historically 

reacted with a V-shaped pa)ern.  

THE CORONAVIRUS outbreak has 

sent worldwide fear across financial 

markets amid concerns of a hit to 

the global economy. Although it is 

still too early to evaluate the full im-

pact on the economy, it is prudent to 

assume that there are still more po-

tential downside risks posed by the 

outbreak given its unknown magni-

tude and duration. 

Global markets have reacted 

with a classic ‘risk-off’ response,  

and perceived ‘safe-haven’ assets 

have benefited from increased de-

mand.  However, the impact from 

concerns about the outbreak may 

have been partially offset by:  

The key is not to panic 

What can we learn from  
the past? 

 

By: MARIO FISHER 

“When you can keep your head when all about you are losing theirs …” 
Picture source: Nina Lotz (taken inside a Pretoria supermarket as shoppers panic in response to COVID-19) 
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outbreak and its economic impact 

globally. 

Many small-and medium-sized 

businesses could be vulnerable to a 

cash flow squeeze if the outbreak 

lasts for a protracted period.  It may 

further force companies to reassess 

their supply chains, which are al-

ready under pressure from global 

trade tensions.  Over time, these  

supply shocks could slowdown 

growth, increase production costs, 

drive profit margins lower, and in-

fluence inflation higher. 
 

Impact on risk assets for the year to 
date as we approach the end of Q1 
2020 
Assume an investment of one US 

dollar in each of the following as-

sets: 

• MSCI Emerging Markets index 

(23 emerging economies); 

• MSCI World index (23 developed 

economies); 

• FTSE/JSE Top40 index (South 

Africa’s largest listed compa- 

nies); 

• MSCI All Country World Airlines 

sector (listed airlines across de-

veloped and emerging econo-

mies); and 

• Brent crude oil. 

Year to date, it is clear from the 

charts alongside that all risk assets 

have lost value as the global eco-

nomy is gripped by the coronavirus 

and the knock-on effects of the oil 

price war.  Our one US dollar invest-

ment would have lost between 25  

US cents in MSCI Emerging Markets 

to 54 US cents in Brent crude oil 

(below, leH). 

The growth required to get back 

to one US dollar invested in MSCI 

Emerging Markets is however not 

the 25% that was lost year-to-date—

our investment would require a  

34% return to break even.  In South 

Africa, we have experienced losses  

of 40% in US dollar terms, with air-

lines being the most impacted due  

to travel bans increasing globally. 

The impact of the pandemic on 

global markets is vast and painful, 

requiring large double- digit returns 

to recover to the levels we started 

with in 2020.  Looking back to 2003 

currently constitutes 15% of global 

GDP in purchasing parity terms—

three times its size since 2003,  

when the world was hit by the SARS 

virus.  However, the spread of the 

coronavirus beyond China has dis-

tressed global financial markets, as  

it has opened a new global element 

to the epidemic and potential for a 

severe economic drag from efforts  

to suppress it.  We see the drag on 

economic activity threatening both 

developed and emerging economies. 

A key development to monitor  

in the near term is how successful 

China’s effort to restart its economic 

activity will be, and whether it can 

avoid another round of mass infec-

tion as workers return.  This may 

however provide measurable insight   

on the potential duration of the  

The short-term hit results in re- 

serve demand, which eventually 

floods the market and helps drive 

the rebound in economic activity.  In 

this instance the extent and pace  

of a rebound is still uncertain.  This  

is normally led by a recovery in the 

retail and manufacturing sectors, 

whereas lost revenues are harder  

to recover in the services sector— 

for instance, tourism. 

The reduced flow of people and 

goods due to travel restrictions  

and quarantine measures will more 

than likely have a negative impact 

on demand in the short-term, pres-

suring economic activity in the  

most affected areas.  

China’s larger role in the glo- 

bal economy is a further difference  

from historical outbreaks.  China 

The markets have taken a battering … but has all the bad news finally been priced in? 
Graph source: Moneyweb. 

 

 

Investors around the world have taken their money and gone into hiding. 
Graph source: Bloomberg, Prescient Investment Management (as at 18 March 2020). 
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several significant market disrup-

tions during our 22-year history as 

an investment manager, but we 

have through it all been able to  

deliver on our commitment to gene-

rate positive and consistent returns 

over time for our clients. 

when the SARS virus spread like 

wildfire, it only took a few months 

for markets to break into new all- 

time high levels. 

As unique as the current eco-

nomic and financial circumstances 

may be, one should never panic.  We 

are confident that we will be able  

to ride out the storm by sticking  

to our robust and systematic invest-

ment processes.  There have been 

 

MONEY MATTERS 
 
 
 
 

by Steven Jones—Editor 
 

COVID-19, also known as coronavirus, seems to 
be all that people around the world are talking 
about.  In fact, in the UK it’s become so perva-
sive across the media (especially on social 
media) that folks are almost longing for the 
days when it was Brexit that was being covered 
to saturation point. 

The world has had similar scares in recent 
years, of course.  Hard to believe that it’s been 
nearly 11 years ago when every man and his  
pig was talking about swine flu, but I had per-
sonal experience of how unpleasant that one 
was—it was like a really bad flu that took me 
the best part of six weeks to get rid of. 

Then we had SARS, which we as South Africans 
were particularly keen to eradicate, but for 
different reasons than the rest of the world  
did.  The bug died out, but the state institution 
with which it shared its name lives on, ever-
present, resistant to even the strongest anti-
biotics, with a mailing list from which it’s im-
possible to opt out.  That said, it gives our sister 
publication Tax Breaks a reason to exist, so  
it’s both swings and roundabouts for us. 

This latest virus is different. 

It’s different because it’s the first pandemic that 
has been serious enough to literally shut down 
virtually the entire planet.  By the time you read 
this issue of Personal Finance, South Africa 
will have become the latest country to embark 
on a total lockdown in an attempt to curb its 
spread. 

And as heavy the cost is in terms of human life, 
most people who contract the virus will make a 
full recovery.  The economic cost, however, will 
touch everyone’s lives in some way or form.  
And while countries in North America and  
most of Europe have the financial resources (or 
borrowing capacity) to shore up their econo-
mies that have shuddered to a grinding halt, 
South Africa’s pockets aren’t quite as deep. 

This is therefore a time for cool heads.  I’ve 
been watching the gyrations of the rand against 
most major currencies over the past month, 
and the graphs replicate the most frightening 
roller-coaster ride imaginable—leaving one just 
as queasy.  Trying to predict the direction of 
travel is impossible.  It reminds me of a quip 
attributed to the late Harry Oppenheimer, who 
when asked some years back about the likely 
direction of the gold price, remarked that “it 
may go up, and it may go down—and not neces-
sarily in that order”. 

The wise money is therefore sticking to their 
plans, battening down the hatches and riding 
out the storm.  While the phrase “plan the work, 
work the plan, and be ready for anything” origi-
nated from a mission trip that I undertook in  
my first year as a trainee minister, it applies 
equally to one’s finances. 

While you’re stuck at home, have a good look  
at your financial plans.  Make sure that they’re 
sound.  Stick to the basics.  Keep a cool head. 

And maintain that 2-metre following distance ... 

Getting back to pre-coronavirus levels is a big ask for world markets—but we’ve seen significant bounce-
backs happen after previous crises.  Graph source: Prescient Investment Management. 

Mario Fisher is chief data scientist  
and head of equities at Prescient In-
vestment Management. 

Global market bloodbath calls for  

cool-minded investment strategies 
By: ANDREW DUVENAGE, managing director of NFB Private Wealth Management 

THE PAST few weeks have seen both local and global markets in turmoil.  Amidst this recent 
market crash, investors are understandably jittery—especially given that the economic im-
pact of the COVID-19 pandemic is not yet fully understood. 

However, while the recent market price action has the feel of a virus that will wipe out 
large swathes of the global population, available data suggests that this is an unlikely out-
come.  A more likely outcome is that the economic impact will be transient—in which case 
there is the possibility of an economic recovery in the second half of the year. 

Central banks and federal reserves are already charging to the rescue with both fiscal 
and monetary policy in a bid to stimulate markets.  In the short-term this will have little im-
pact, as lower interest rates don’t stop you from catching the Coronavirus.  However, once 
the Coronavirus position has stabilised, this stimulus will serve to persuade investors back 
into risk assets—as nobody wants less than one percent per annum for giving the US gov-
ernment your money for the next three decades. 

When markets sell off in the way that they have in recent weeks, investors believe that 
their portfolios and markets as a general concept are directly comparable.  This is a mis-
perception.  The asset allocation in portfolios typically include other asset classes like bonds, 
cash, offshore assets, and property. 

While all portfolios will feel the effect of the recent sell offs, it is unlikely to be a one-for-
one scenario.  Investors that have had higher equity weights will be most affected, but should 
have had high equity weighting on the back of a risk tolerance which allows them to absorb 
the volatility.  Although the ZAR has seen a sell-off, many portfolios will either have a direct 
or indirect exposure to non-ZAR assets, and this will have provided a degree of absorption 
against the equity market selloffs in base currency. 

In this environment, the overall portfolio plan becomes vital.  Essentially, the construc-
tion of portfolios should appropriately reflect the investor’s risk tolerance.  Or, in other 
words, the portfolio’s ability to absorb volatility, and the time horison for the portfolio. 

 
Continued on Page 4 
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Continued from Page 3 
 

The required time horizon is key at times like this.  Markets have sold off before—as they 
will undoubtedly do again in the future.  Over time they tend to recover.  At some point the 
monetary and fiscal responses being made will have a positive impact.  However, the big risk 
for investors is to exit the market after the downturn but before any recovery, which means 
that they cannot recoup any losses. 

Winston Churchill is credited with saying, “Never let a good crisis go to waste.”  In a simi-
lar vein, market dislocations like this create opportunity.  History shows us that in many 
instances, market corrections create opportunities to deploy cash—either within funds or 
outside of the investment portfolio—into attractively priced assets.  Investment portfolios that 
have been holding cash or bond balances have an ideal opportunity to take advantage of  
this. 

The best advice for investors right now is not to react from a position of fear or anxiety.  
In fact, hold off from any selling—and, for the brave at heart, watch out for any good buying 
opportunities. 

Moment of truth 

“Your success in investing will  

depend in part on your character  

and guts and in part on your ability  

to realise, at the height of ebullience 

and the depth of despair alike,  

that this too, shall pass.” . 
 

Jack Bogle (8 May 1929 - 16 Jan 2019) 
American investor, business magnate,  

philanthropist, founder and former chief  

executive of The Vanguard Group, and  

creator of the world’s first index fund. 

YOUR MONEY 

retrenchment-proof your finances, 

there are steps you can take to  

ensure that you are retrenchment-

ready, which include the following: 

 

While you are still employed 
Build up a nest-egg 

Although self-funding for a period  

of unemployment is not an option 

for everyone, the ideal is to save 

enough money to live on for a period 

of around 6 months.  However, this 

IN TOUGH economic times—

particularly those we are seeing as a 

result of the coronavirus outbreak—

retrenchment remains a reality for 

many employed South Africans.  

Major industries such as construc-

tion, mining, and banking have al-

ready cut huge numbers of jobs, and 

the pressure on many companies  

to right-size their organisations con-

tinues. 

While it may be difficult to  

Steps to protect yourself … and what to do if it actually happens 

Making your future  
retrenchment-ready 

 

By: ERIC JORDAAN 

number is not cast in stone—and 

depends on factors such as the  

nature of your industry, your qualifi-

cations and age, and your chances  

of being re-employed.  If you are 

working in a particularly volatile 

industry and are unsure about the 

prospects of re-employment, you 

may want to consider funding for  

a longer period of time. 

Appropriate vehicles for buil-

ding up a nest-egg include a money 

market fund, fixed deposit or unit 

trust portfolio. The purpose of this 

nest egg is to ensure that, should you 

become retrenched, you will not 

need to cash in your retirement ben-

efits in order to cover your living 

costs while seeking re-employment. 
 

Consider retrenchment insurance 

There are relatively few retrench-

ment insurance options available  

in South Africa, and those that are 

available are fairly expensive.  Most 

options come with a 6-month wai-

ting period and pay up to R30 000 

per month for a period of 6 months 

if you are retrenched.  That said,  

do your research and weigh up the 

benefits. 
 

Generate a passive income 

If you earn a fixed salary, it is al-

ways a good idea to consider ways  

to generate a passive income.  It  

may take some creative thinking, 

but technology and the rise of the 

gig economy have made it so  

much easier for the average person 

to monetise almost any idea.  Play 

around with your ideas, bounce  

your ideas off your friends and  

No-one’s job is secure, particularly in times of great economic crisis.  Be prepared should the worst happen, 
and make sure that you obtain sound financial and legal advice. 
Picture credit: Pixabay (https://pixabay.com/photos/broke-poor-empty-pockets-money-4765739/ ) 
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small place.  Spend time networking 

with peers, colleagues, and service 

providers to establish your profes-

sional profile.  Use social media sites 

such as LinkedIn to enhance your 

profile by writing articles, sharing 

opinions, and offering insights. 
 

Read through your employment con-

tract 

Take time to locate your employ-

ment contract so that you fully un-

derstand your rights in the event  

of retrenchment.  The Department 

of Labour’s website (labour.gov.za) 

also provides comprehensive infor-

mation on the retrenchment process 

and the rights of employees.  Avoid 

being caught unaware by proactive-

ly equipping yourself with essential 

knowledge. 

 
In the event of retrenchment 
Keep your emotions in check 

Any retrenchment process is incre-

dibly stressful for everyone in-

volved.  One of the most important 

things you can do is to reign in  

your emotions and retain positive 

relationships with your employer 

and colleagues.  Endeavour to re-

main professional and polite at all 

times to ensure that you don’t burn 

any bridges.  

Retrenchment is considered a  

‘no fault’ dismissal, so put feelings  

of guilt, humiliation, or anger aside.  

family, and explore ways of creating 

even a small income from a hobby  

or passion of yours. 
 

Consider alternative career options 

Avoid thinking that retrenchment 

will never happen to you.  Even if 

you are comfortably employed with 

li)le chance of retrenchment, spend 

some time thinking about what  

you would do if you lost your job.  

Would you stay in the same indus-

try?  Would you like to set up your 

own business?  If so, what type of 

business would you like to run?  

Would you look for another job—

and, if so, where would you apply? 
 

Keep your CV updated 

If you’ve been comfortably em-

ployed for a while, chances are  

that your CV is out-dated.  Rather 

than dusting off your CV only when 

the threat of retrenchment arises, 

make a concerted effort to keep  

your CV continually updated.  Keep 

a record of projects that you have 

worked on, courses you have a)en-

ded, and seminars you’ve been  

invited to speak at.  As the years  

go by, you may lose track of your 

accomplishments and may struggle 

to recall them later on. 
 

Network 

It takes just a few minutes browsing 

LinkedIn to realise that the South 

African workplace market is a  

Take a step back and avoid making 

any rash decisions.  Most of all,  

avoid walking away or ‘cu)ing your 

losses’ simply as a means of extrac-

ting yourself from a potentially toxic 

environment.  Insist on your finan-

cial and legal rights. 
 

Seek legal advice 

Retrenchment is a complex and 

lengthy process, and it is always  

advisable to seek legal advice from  

a labour professional who has your 

best interests at heart. 

A labour law expert will be  

able to advise you on what you are 

legally entitled to in terms of seve-

rance and notice pay, leave pay,  

commissions, bonuses, and over-

time.  They will also be able to ad-

vise you on your rights going into 

the consultation process.  Do not 

simply accept the first offer your 

employer makes you. 

Use your labour law adviser to 

ensure that your rights are protec-

ted, and that you are paid exactly 

what you are entitled to. 
 

Register for UIF 

In most instances, you will be eligi-

ble for 12 months of unemployment 

assistance in the event that you are 

retrenched, and it is best to register 

for UIF sooner rather than later. 

You will need to go to your  

nearest Department of Labour with 

your ID, service certificate, and 6 

months’ worth of payslips.  You  

will also need to complete the UI-2.8 

form (verifying your banking details) 

and the UI-19 form (to show that  

you are no longer employed). 
 

Get financial advice 

Your employer should provide you 

with access to a financial adviser 

who will guide you through the  

decisions you need to make in the 

wake of your retrenchment.  

Ensure that the adviser you 

choose to work with is completely 

independent and has your best in-

terests at heart.  Your adviser will  

be able to help you make the best 

decisions regarding your severance 

package, retirement fund benefits, 

group life cover, and medical aid. 
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the cracks during this tumultuous 

period. 
 

Contact your credit providers 

If you have debt, take proactive ac-

tion to ensure that your creditors  

are made aware of your changed 

financial circumstances.  Find out if 

you can take a payment holiday on 

any of your accounts, or find out 

what the minimum repayments are. 

 

Conclusion 
Retrenchment can have its ad-

vantages, especially if you have been 

employed by the same company for 

a long period of time, or if you feel 

you have stagnated in your career. 

Approached wisely, together with 

sound legal and financial advice, you 

can use a retrenchment as a spring-

board into a new and exciting chap-

ter in your career. 

Draw up a job-seeking plan or busi-

ness plan 

If you intend seeking re-employ-

ment, draw up a job-seeking plan.  

Similarly, if you intend se)ing up  

a business, draH a business plan  

and get independent advice. 

Make sure that you are equipped 

for entrepreneurship.  Not everyone 

is cut out to run their own business, 

so make a concerted effort to spend 

time talking with other entrepre-

neurs before se)ing out on your 

own. 
 

Protect your risk 

If you have group life cover, check 

whether it provides you with a con-

tinuation option, which will allow 

you to retain the life cover in place 

without medical underwriting. 

Do not cancel your medical aid.  If 

your employer has been paying over  

your medical aid premiums, set up 

debit order instructions to ensure 

that there is no break in member-

ship, and that nothing falls through 

Protect your retrenchment package 

Do not be tempted to spend your 

retrenchment package or use it to 

pay off major debts.  Taking into  

account any emergency funding  

you have available, draw up a bud-

get to determine how long your 

funds will last. 

Your financial planner will advise 

you on the best vehicle to house 

these funds while you make plans 

for future employment or business 

opportunities. 

As a word of caution, be careful 

of investing all your money into a 

new business venture, especially if 

you are going to be operating in an 

industry you have no experience  

in. 
 

Preserve your retirement benefits 

Do not be tempted to withdraw  

any retirement funds that you have 

accumulated.  If possible, seek to 

preserve these funds for your re-

tirement so as not to interrupt the 

effects of compounding. 

Eric Jordaan, CFP®, is a director and 
shareholder of Crue Invest (Pty) Ltd. 

further prejudice intended to stack 

the deck against a customer in de-

fault.  Apart from being financially 

ruinous for customers, it is also a 

denial of access to justice. 

This recent judgement means 

that lenders no longer have that  

luxury of suing in high courts.  

Though the judgement is confined 

to credit agreements falling under 

the National Credit Act (NCA), a  

minority ruling by Judge Mbulelo 

Jolwana called for all civil actions 

and applications to be instituted in 

the magistrates’ courts, in order to 

give effect to the constitutional  

A RECENT judgement by a full 

bench of the Grahamstown High 

Court makes it unlawful for banks 

to bring National Credit Act mat- 

ters before the high court instead  

of the much cheaper magistrates’ 

courts. 

Lawyers have complained for 

years that banks were a)empting  

to financially ruin their customers 

by forcing them into the high court 

in an effort to collect on outstanding 

debts.  They also argue that forcing 

customers into high courts—oHen 

far from where they live, a practice 

known as ‘forum shopping’—is a 

right of access to justice. 
 

Easier and less costly to mount a  
defence 
Disputes over credit agreements 

must now be argued in magistrates’ 

courts, where the allowable scale  

of legal costs are a fraction of that  

in the high court.  Customers being 

sued by the banks can argue their 

own cases without legal represent-

tation in magistrates’ courts, and  

will not get lumbered with huge  

legal bills from the opposing side 

should they lose the case. 

The full bench was asked by  

the Judge President of the Eastern 

Cape High Court in Grahamstown  

to deliberate on several cases invol-

ving Nedbank, Standard Bank, Ford 

Credit, and WesBank.  All of the  

cases involved unopposed ma)ers 

brought by the lenders seeking de-

fault judgement against clients. The 

Judge President asked the full bench 

to consider why the high court 

should entertain ma)ers that 

properly belong in the magistrates’ 

courts. 

National Credit Act ma4ers must go through the much cheaper—and 

more accessible—magistrates’ courts 

The days of banks suing 
you in the high court are 
over 

By: CIARAN RYAN 

YOUR MONEY 
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but this is incorrect.  

Benjamin adds that when it 

comes to foreclosures, not opposing 

a claim by the bank is a waiver of 

your constitutional rights.  “Where 

your primary residence is under 

threat, even if you are in default,  

the court must consider relevant 

circumstances before granting the 

bank an order that will allow it to 

sell your home to recover its debt. 

The court must give special consi-

deration to how granting the judge-

ment will impact on children, the 

aged, the sick and disabled, and 

women-headed households. 

“The court does not know what 

your circumstances are unless you 

tell the court.  Hopefully, for con-

sumers who defend themselves, it 

will be easier and less intimidating  

to appear in the magistrates’ courts.” 

 

Feeding the legal machine 
The NCA came into effect in 2007 

with the clear intention that all NCA 

ma)ers (credit agreements) should 

be dealt with in the magistrates’ 

courts.  The Magistrates’ Court Act 

was amended to allow all NCA 

ma)ers, regardless of the amount 

claimed, to be heard in the lower  

rather than the higher courts. 

However, some of the banks  

The banks argued—without suc-

cess in this case—that in ma)ers 

where the magistrates and high 

courts had “concurrent jurisdiction”, 

forcing them to bring ma)ers to  

the magistrates’ courts would in-

fringe their right of access to jus- 

tice.  The judges did not agree. 

The Black Lawyers Association 

and the minister of justice and  

correctional services were admi)ed 

as friends of the court. 

 

‘Major victory’ 
Consumer lawyer Leonard Benjamin 

says that the judgement is a major 

victory for consumers, and tilts the 

scales of justice in their direction.   

“A majority of foreclosures and re-

possessions are unopposed, which 

allows banks to get judgements 

which could be based on defective 

cases and incorrect information.” 

Benjamin went on to state that  

“I believe that the main reasons  

why consumers do not oppose the 

banks are because of their use of the 

high court.  They are inaccessible 

because they have unfamiliar proce-

dures, are intimidating, and located 

far away.” 

Most consumers do not put up  

a fight against the banks, believing 

that they do not have a defence—

argued successfully that nothing in 

the NCA amounted to an express 

ousting of the high courts’ juris-

diction.  Although they could easily 

have brought foreclosures and re-

possessions in the magistrates’ 

courts, for more than a decade the 

banks sued consumers in the high 

courts.  There is li)le doubt that this 

was a strategy employed to make it 

as intimidating and expensive as  

possible for consumers to oppose 

the litigation. 

The reason is not difficult to  

fathom: the banks’ lawyers make 

li)le or no money arguing cases in 

the lower court.  They avoid it like 

the plague.  They are, in a sense, 

fighting for their lunch. 

Indicative of this is the banks’ 

favourite ploy of suing consumers 

living in Johannesburg in the Pre-

toria High Court.  For those defen-

ding themselves, this adds a layer  

of unnecessary and unwelcome ex-

pense: a round trip just to serve and 

file court proceedings costs between 

R200 and R300 each time.  This is 

quite apart from the costs of hiring 

lawyers, which leH consumers in a 

dilemma: pay the lawyers’ fees, or  

try to catch up on the bond and fore-

stall legal proceedings? 

Benjamin notes that the high 

costs of mounting a legal defence 

means that most cases involving  

the banks go undefended.  AHer  

this recent judgement, that should 

no longer be an issue. 
 

A long and winding road 
“Late last year a bench of the Pre-

toria High Court seemed to have 

brought an end to the practice of 

banks suing in the high courts rather 

than the magistrates’ courts,” says 

Benjamin.  “Holding that it was an 

abuse of the courts and denied con-

sumers access to justice, the court 

gave a directive that aHer 2 Feb-

ruary 2019, all NCA ma)ers should 

be brought in the magistrates’  

courts unless the bank had been 

granted leave to sue in the high 

court—for instance, if the issues 

were complex.” 

This proved to be a pyrrhic  

victory, as banks continued suing  

Justice should be determined by the merits of the case, not the depths of one’s pocket. 
Picture credit: Pixabay (https://pixabay.com/photos/hammer-books-law-court-lawyer-620011/) 
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their customers in the higher courts, 

but without the courts’ leave.  It  

was business as usual, with Johan-

nesburg customers being sued in  

the Pretoria High Court instead  
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Ciaran Ryan is a freelance journalist.  
This article was originally published on 
Moneyweb. 

of the Johannesburg Magistrates’ 

Court.  Hopefully, this judgement 

handed down by the Grahamstown 

high court will stamp out such  

abuses, or at the very least make 

them a lot more difficult. 

but I do know enough about small 

business to fear for our immediate 

future as a species (not human be-

ings, in general, but business own-

ers). 

This article therefore offers what 

I found useful to know about the 

disease, and the best that I can sug-

gest for your business to survive  

the coming months. 
 

Check the facts 
The web is a great place to find  

facts.  Every coronavirus statistic 

that I refer to in this article comes 

from www.worldometers.info.  I felt 

much of my angst dwindle in the 

light of rational numbers.  It offers: 

• updated numbers each day; 

• a wealth of good-to-know advice 

about symptoms; and 

• demographics (which ages are 

most at risk). 

I DON’T know much about the  

medical condition of coronavirus, 

[It’s also worthwhile checking facts 

using sources that are known to be 

reliable, such as the World Health 

Organisation—Editor] 
 

Taking coronavirus seriously 
The World Health Organisation up-

graded the coronavirus to ‘pandemic’ 

level two days before I wrote this 

article.  It is serious. 

This i)y-bi)y beast moves much 

faster than governments can.  Italy 

is a choice example (bearing in mind 

that they moved almost as soon as 

China did to isolate the virus in one 

place).  On 20 February 2020, Italy 

had 21 coronavirus infections—

that’s the same number that South 

Africa had three weeks later, by 

which stage Italy had reached 12 462 

infections. 827 people had died, 1 045 

had re-covered, and the rest were 

still ill. 

China went into total lockdown 

on 23 January 2020.  Italy followed 

suit on 9 March, Spain six days later, 

followed by France on 16 March, the 

UK on 23 March, and South Africa on 

26 March. 

Italy has arranged for their  

banks not to sue homeowners for 

their monthly bond payment.  This 

doesn’t help folk who live in rented 

accommodation.  It doesn’t help 

business owners who have business 

debts that need monthly servicing.  

And, I understand they’re the only 

country offering this kind of sup-

port so far [although a number of 

countries have since implemented 

similar measures—Editor]. 

I’m writing to you from Norway.  

We have 600 cases.  They take this 

seriously enough to close schools 

and government departments, and 

cancel every concert and all sports 

events. 

They’ve told all Norwegians to 

stock up enough food and water  

to last two weeks.  Everyone has 

stashed up.  (Norwegians have al-

The Coronavirus pandemic can kill more small businesses than people.  

This article suggests a few survival ideas and strategies 

How Coronavirus can kill 
small businesses 

By: PETER CARRUTHERS 

COVID-19 

 

The health impact is substantial and often tragic, but the economic impact will be more widespread, and 
potentially no less devastating.  Picture credit: Supplied by author 

Editor’s note 
This article was originally written on  
12 March 2020.  Given the pace of new 
infections and the ongoing need for 
both governments and civil society to 
adapt the measures deemed necessary 
to combat its spread and minimise the 
number of victims, most of the figures 
quoted were out of the date at the  
time of compiling this issue of Personal 
Finance, and will certainly be horribly 
out of date by the time you read this 
issue. 

However, the principles outlined by 
the author are more important than  
the underlying statistics, so instead of 
me attempting to update numbers that 
will themselves be out of date fairly 
quickly, I have published this article  
‘as-is’ in the hope that small business 
owners can make some sound deci-
sions during this incredibly trying time. 
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ways feared the Russians invading 

to steal their oil).  Every home al-

ready had such a stash. 
 

The impact on small business 
My long-winded point above is that 

this is real.  It is the biggest challenge 

that most of us will face in our life-

times.  All of the norms of business 

will change as the stresses change. 

Your business exists to convert 

strangers into clients, according to 

Peter Drucker, one of the most 

revered business experts of the past 

century.  But it is tough work when 

you can’t find enough strangers  

because they’re hiding at home.  Or 

when your staff doesn’t arrive be-

cause they’re ill, or locked up at 

home, or they cannot get to work 

because the bus drivers are sick or 

hiding at home. 

The bo)om line: Sales will slump 

to the worst we’ve seen in decades.  

People will stop buying.  Companies 

will stop buying.  But creditors won’t 

stop chasing. 

Most of us will stop paying our 

debts until this runs its course.  Not 

because we want to, but because 

feeding the kids is more important 

than helping Absa Bank reach the 

numbers that it gave to its share-

holders at the last investor con-

ference. 

To test that thought, I checked 

what Absa was up to, and I quote 

from their press conference held  

on 10 March: “We will continue to 

drive the execution of our strategic 

objectives with agility, and take  

advantage of emerging opportu-

nities, while managing risks more 

effectively in response to changes  

in the operating environment.”  For  

a bank, this is a once-in-a-lifetime 

opportunity. 

We’ve already seen sales col- 

lapse in the accommodation indus-

try.  This includes ge)ing some-

where, sleeping there, and eating 

there.  Each of these entities has a 

supporting ecosphere of our small 

businesses.  Significant airlines (the 

people who get you there) have  

cut up to 30% of the scheduled 

flights. 

About 95% of all the registered 

 businesses in any country are  

micro-businesses (i.e. under five  

people).  Yet most of the government 

support and advice offered is to  

help “the business” support “their 

staff”. 

Here’s the reality: You are the 

business.  And you are the staff! 

Most of the advice I’ve seen is 

wrong.  It is aimed at bigger firms.  

And there is not enough time to  

implement it.  Did I mention that 

this is moving fast? 
 

Steps for survival 
Feeding your family is the first big 

issue.  The next is staying current 

enough with some payments to stop 

the lights and water from going  

off.  Then the crucial personal bills. 

It might also be worthwhile 

cha)ing to your bank now to ask 

them what their stance is on late 

debt payments in the middle of  

this crisis.  Not paying your bills for 

three months because you have no 

sales and your clients haven’t paid 

your invoices is likely to cause your 

bank to misbehave. 

The joy they show as you walk  

in because you are a “valued client” 

rapidly changes when you become  

a somewhat lesser “debtor”.  If you’ve 

signed a personal surety, your busi-

ness debts become your own debts.  

At a time like this, it’s not a good  

time to own property that the  

banks can take away. 

Starting now, go into cash-saving 

mode.  Pay essentials.  Hoard the  

rest of the cash.  If things go the  

Italian way, banks won’t have 

enough staff to chase you until aHer 

this event.  If they do, and if enough 

people talk about it publicly, they 

will stop chasing until aHer the  

crisis. 

My first suggestion is to borrow 

some money, in your personal capa-

city, against your home if you can.  

Not through the business.  That 

would demand a surety to cover  

all outstanding business debts to  

the bank. 

Then hold a li)le of that money 

in cash—and keep the rest of that 

money in a different bank, away 

from your business bank.  Just in 

case they transfer it into your busi-

ness account without asking your 

permission (been there, felt that …). 

I also hold li)le hope that SARS 

will extend the VAT payment dead-

line in the middle of this challenge.  

I’d therefore be inclined to risk  

their fine if it was a toss-up between 

my kids eating or funding another 

SAA bailout. 
 

Keeping healthy 
There’s always the chance of you 

falling ill.  Neither quarantine nor 

While the author is not advocating that any business owner should abdicate their responsibilities—far from 
it—in times of crisis, the best you can do is to hang on and survive.  Sometimes this means picking up the 
pieces once it is all over, taking stock, and learning how to be better prepared for the next crisis. 
Picture credit: Jude Beck (https://unsplash.com/photos/YvsQxCrXVsA) 
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and 69.  If you are under that, your 

chances of dying are 1.3% (if you’re 

about 50 years old), and 0.2% if you 

are between 10 and 40 years old—

and nobody so far under the age of 

10 has been reported dead. 

In the meantime, don’t stop 

washing your hands … 

we are kept informed by the inter-

net. 

That freedom of knowledge also 

breeds much fear. 

To put this in perspective, there 

are currently 125 000 known corona-

virus cases.  There have been 4 590 

deaths—about 6% of the people who 

fell ill.  That’s a very tiny number 

compared to the 67 050 who are fully 

recovered—about 94% of the people 

who fell sick.  (Somewhat less happy 

is how all of this had happened in 

just six weeks, starting from 22  

January). 

Of the people currently infected, 

53 446, 89% had a mild condition, 

with 5 900 severe or critical.  Of the 

deaths, 22.8% were people older than 

70.  Another 3.6 were between 60  

hospital is a good position from 

which to pay your bills. 

If you are a senior like me, well, 

stay home.  The good news is that I 

don’t believe there has been a single 

death of somebody under the age  

of 10.  About 80% of all deaths are 

people aged more than 80.  The rest 

are people with compromised health 

problems like heart disease and un-

controlled diabetes. 

This is a once-a-lifetime crisis.   

The last time anything came close 

was the Spanish flu in 1918, and the 

bubonic plague in the middle ages—

but this time around, we are in-

credibly lucky because we know 

what it is.  We know what to do 

about it.  We have superb medical 

facilities to support most of us.  And 
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Volkswagen emerged as the biggest winner, with three vehicles in the top 10. 
Picture credit: Waldo Swiegers, Bloomberg 

Peter Carruthers is the author of 
CrashProof Your Business, the world's 
best-selling book on surviving small-
business closure.  He has guided more 
than 50 000 small-business owners 
through the process of protecting 
small business owners from personal 
bankruptcy since the closure of his 
first business in 1992. 

His story, together with various 
materials and courses aimed at helping 
to grow your business, can be found at 
https://petercarruthers.teachable.com/ 

of the original list price for that  

same vehicle one year earlier. 

This is clearly evident from the 

first study into annual winners in 

the resale value stakes by True Price, 

the start-up that initially provided 

NOT ALL vehicle models and brands 

are created equal—especially when 

it comes to resale value.  This is  

according to an analysis of the  

actual price that a specific vehicle 

achieved on auction, as a percentage 

free vehicle evaluations and subse-

quently entered into a joint venture 

with Auction Finance to expand into 

vehicle finance. 

The resale value of a vehicle is 

important, because it has a direct 

impact on its total cost of ownership 

and the ability of consumers to  

finance the acquisition of a new  

vehicle. 
 

Crunching the numbers 
According to managing director  

Darryl Jacobson, True Price has  

analysed which 2018 model vehicles 

achieved the best resale value,  

measured against their original list 

price, during 2019—something never 

done before in South Africa. 

Jacobson explained that True 

Price is able to produce this data  

because its team a)ends bank repos-

session auctions throughout the 

year to document the prices that are 

achieved.  With data from thousands 

of vehicle auctions on its system,  

it’s able to provide highly scientific, 

accurate vehicle evaluations. 

He notes that the major factors 

that influence vehicle resale values 

as a percentage of their list price  

a year earlier (whether the resales 

are to the private sector or motor 

trade) include the quality of the  

vehicle and how well it has been 

maintained, its mileage, service his-

Evaluator analysis reveals the top ten vehicles that hold their value 

Resale value: Not all cars 
are created equal 

By: ROY COKAYNE 

MOTORING 

 



MOTORING 

The top ten for 2019 (including 

the percentage of original list price 

achieved on auction) is indicated  

in the table above.  This ranking 

differs from the list of top ten selling 

vehicles in South Africa in 2018.  The 

top sellers then were: Toyota Hilux, 

Ford Ranger, VW Polo, VW Polo Vivo, 

Nissan NP200, Toyota Corolla / Au-

ris / Quest, Toyota Quantum, Isuzu 

KB, Toyota Fortuner, and Hyundai 

Grand i10. 

Jacobson admi)ed that the VW 

Tiguan was not among the biggest 

sellers, but is nonetheless very popu-

lar and desirable, while a model like 

the Mercedes-Benz A-Class unfortu-

nately did not do well because  

very few are repossessed, and True 

Price’s actuaries insisted that a mini-

mum of seven of the same vehicle 

model had to be sold to achieve a 

meaningful comparison. 
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pay a li)le more if the vehicle 

is equipped with this option.  

Many options, however, are 

merely selling points at the 

time of sale and just  

set precedence over a vehicle 

that is not equipped with  

options.” 

Reddy added that vehicles 

that are built to customer 

specifications with extensive 

options are priced according-

ly, but at the time of resale 

the seller may only be able to 

monetise the popular options that 

were fi)ed.  However, some popular 

options not taken up by the custom-

er could have adverse effects on a  

vehicle’s selling price, he said. 

Jacobson said that True Price 

only a)ends bank repossession  

auctions, because these auctions 

have a 95% success rate on first- 

time sales on auction.  “It gives a 

good gut feel of what is going on,”  

he said. 

 

And the winner is ... 
Based on this data, True Price came 

up with the list of the top ten resale 

value winners for the 2019 calendar 

year. 

It found Volkswagen to be the 

biggest winner, with three vehicles 

in the top ten, while Toyota and  

Kia also performed admirably, each 

with two vehicles making it onto  

the list.  Hyundai, Renault and Isuzu 

each have one vehicle listed. 

tory, brand, and market demand. 

Jacobson added that the analy-

sis only included vehicles that had  

travelled less than 60 000 km. 

 

Consumer choice 
Kriben Reddy, head of auto infor-

mation solutions at TransUnion  

Africa, said that consumers base 

their buying decisions on how well  

a particular brand is represented  

in the market, and how well that 

particular model range behaves on 

the market.  He added that consu-

mers tend to be very wary and siH 

out unpopular brands, resulting in 

those vehicles’ poor resale values. 

Jacobson believes that the colour 

of a vehicle also plays a role—a  

view shared by Reddy, who noted 

that popular colours can increase 

the vehicle value albeit marginally, 

as can the rarity of the vehicle. 

Optional extras add value to  

the vehicle while it’s in the first  

few years of its lifecycle.  However, 

Reddy clarified that when the vehi-

cle is older and technology evolves 

further, the options tend to be less 

significant. 

For example, park distance con-

trol or navigation systems in a  

four-year-old car today will not add 

any value, as vehicles are now 

equipped with 360-degree cameras 

and older navigation soHware is  

outdated.  However, Reddy noted 

that “[y]ounger consumers do opt  

for connectivity and will definitely Roy Cokayne is from Moneyweb. 

The top 10 
Volkswagen Tiguan (87.07%) 

Kia Picanto (81.27%) 
Volkswagen Polo Vivo (80.42%) 

Volkswagen Golf (80.06%) 
Kia Rio (80.00%) 

Toyota Hilux (78.56%) 
Toyota Fortuner (77.73%) 
Isuzu KB/D-Max (76.41%) 

Renault Kwid (73.3%) 
Hyundai Grand i10 (73.26%) 

combined to barracks, they use the 

time wisely by doing a major clean-

up, sorting out any running repairs, 

and preparing themselves so that 

they are ready for action when  

needed. 

Here are 20 investment tips  

that will enable you to do the same 

for your finances, so that you are 

WITH THE world reeling from the 

impact of COVID-19, the bo)om  

falling out of investment markets, 

and many countries on lockdown 

(including South Africa), it may seem 

strange to suggest looking at your 

finances beyond surviving the next 

month or two. 

However, whenever soldiers are 

raring to go once things return to 

normal. 
 

1. Establish your financial goals 
This will enable you to put together 

an effective investment plan with  

an appropriate long term allocation 

to stocks, bonds, and other asset  

classes. 
 

2. Start saving as early as you can 
The earlier you start saving for  

your goals the more time your in-

vestments will have to benefit from 

the compounding effect of rein-

vested income and capital accumu-

lation. 

With South Africa on full lockdown, this is an opportunity to sort out 

the basics and get your finances on track for when things re-open 

20 investment tips 

By: PRESTON NARAINSAMY 

INVESTMENT INSIGHTS 
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ting doesn’t have to be compli-

cated—adopting an investment  

philosophy based on common sense 

will significantly reduce financial 

anxiety.  If something sounds too 

good to be true, it probably is. 
 

8. Invest in quality 
Quality businesses are those that  

are large, established entities that 

are market leaders in their indus-

tries.  With the best products and 

management teams, these busines-

ses will serve you well in the long 

term. 
 

9. Avoid capital erosion in retirement 
Capital erosion occurs when more 

income is drawn from a portfolio 

than is being produced by the under-

lying investments (i.e. dividends or 

interest). By eroding capital, you re-

duce the ability of your investments 

to generate future income. 
 

10. Maximise offshore exposure 
With dividend yields of some of  

the highest quality companies in  

the world well above bond yields, 

equity valuations in first world mar-

kets present investors with a good 

opportunity to generate inflation 

beating returns over the next 5 

years. 
 

11. Be cognisant of tax when investing 
offshore 
The tax implications of investing 

3. View investing as a marathon, not a 
sprint 
Investing your money for 5 years  

or more is generally a good idea.  In-

vesting is best suited to long-term 

financial goals, like saving for your 

retirement. 
 

4. Don’t speculate with your life  
savings 
Investing should not be a gamble.  

Speculating invariably involves  

buying and selling investments 

based on very li)le fundamental 

knowledge, and typically produces 

anxiety and poor results in practice. 
 

5. Focus on the income of your invest-
ment 
The value of a company grows, over 

time, at the rate at which its profits 

grow.  In the same way, the value  

of an investment, over time, grows  

at the rate at which its dividends 

grow.  Invest for the income while 

taking a longer term view on your 

capital, which can be volatile. 
 

6. Know what you are investing in 
When investing in a unit trust, try  

to look through the unit trust and 

understand in which asset classes, 

and in what businesses, your money 

is actually being invested. 
 

7. Never invest in anything that you 
don’t understand 
Contrary to popular opinion, inves-

directly in securities can be quite 

different to those of investing via 

foreign unit trusts or sinking fund 

life policies.  The compounding 

effect of tax savings can be signifi-

cant over the longer term. 
 

12. Equity exposure is key 
Historically, equities outperform 

other asset classes such as cash  

and bonds.  Equities have generally 

given investors a 6% real return 

(total return minus inflation) over 

time, compared to a 2% real return 

from bonds. 
 

13. Don’t worry about economic varia-
bles that are out of your control 
It is difficult to predict interest rates, 

exchange rate movements, or the 

stock market. Rather concentrate on 

what is actually happening to the 

businesses in which you are invest-

ed. 
 

14. Diversification is important 
Investment diversification is one of 

the fundamental building blocks of  

a solid portfolio.  Diversification 

simply means “do not put all of  

your eggs into one basket” when you 

invest. 
 

15. Invest in shares that produce reli-
able dividend streams 
Certain companies will continue to 

produce reliable dividends regard-

less of global slowdowns, exchange 

rate volatility, and declining interest 

rates. 

Nestlé is a good example of this.  

Consumers around the world drink 

on average 5 500 cups of Nescafé  

every second of every day.  Other 

examples of Nestlé brands include 

Maggi 2 Minute Noodles and Kit Kat.  

Over five billion packets of Maggi 

Noodles are sold every year, and 650 

Kit Kat fingers are consumed every 

second of the day.  

Choosing to invest in companies 

like this will significantly reduce  

the risk of an investment outcome 

not meeting expectations. 
 

16. Do not overpay for an income 
stream 
In determining a fair price to pay  

for a quality business, its current 
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Bellan Media is on the Web! 
 

We are very excited to announce the launch of our new website, which we believe will 
enable us showcase our magazines and 
also provide additional benefits to our 
valued subscribers. 
 

The site builds on our magazines' 30-year 
legacy of excellence in providing inde-
pendent personal finance and tax infor-
mation sourced from experts in their 
respective fields.  The strategic partner-
ships that we have formed with selected 
organisations known for their expertise, 
ethics and service, will greatly enhance 
our offering. 
 

Our new website will give readers online 
access to additional articles, book re-

views, videos, interesting links to various topics and a mortgage bond calculator. 
 

For more information please visit www.bellanmedia.co.za, or send us an email at 

info@bellanmedia.co.za. 
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valuation (dividend yield) should  

be reasonable when compared to  

its historic average, and also reflec-

tive of future growth prospects. 
 

17. Find out how much your invest-
ments cost 
Investment fees reduce not only  

the investment returns but also  

the income earned—and will,  

therefore, have an impact on  

how much income you can draw 

post-retirement or reinvest pre-

retirement. 
 

18. Ensure that you save enough 
This is especially true for retire-

20. Remember, above all, that inves-
ting is ultimately all about income 
Capital growth may receive a great 

deal of investor a)ention; however, 

investing should ultimately be fo-

cused on building an income stream 

to fund a lifestyle.  Consequently, 

instead of agonising over the prices 

of your investments on a daily basis, 

rather spend that time monitoring 

the income produced by your invest-

ments. 

ment.  It is a generally accepted  

concept that you need to save at 

least 15% of your annual income  

for 40 years in order to have saved 

enough to replace 70% of your  

salary at retirement. 
 

19. Seek financial advice 
Although many people practise DIY 

investing, it does take knowledge, 

understanding, and thorough re-

search to make the right decisions  

to suit your needs.  Get professional 

advice from a FAIS-licenced finan-

cial advisor on the points raised 

above—and together, formulate a 

plan that’s right for you. 

Preston Narainsamy is an investment 
professional at Marriott. 

count is basically also an invest-

ment account that holds some  

investments.  You can put unit 

trusts, ETFs, or even cash inside a 

TFSA, and these investments will  

be protected from tax while inside 

the TFSA. 
 

Tax treatment of TFSA contributions 

However, unlike an RA, the money 

that you put into a TFSA cannot be 

PART 1 of this series, which ap-

peared in last month’s issue of  

Personal Finance, dealt with the  

established champion of long-term 

retirement planning: the retirement 

annuity, or RA.  This month we in-

troduce the number-one contender, 

the tax-free savings account (TFSA). 

 

How a TFSA works 
Like an RA, a tax-free savings ac-

deducted from your income for tax 

purposes.  In other words, the  

money that you invest will be aHer-

tax money.  Something like this: 

 

TFSA contribution limits 

As it stands from 1 March 2020, you 

aren’t allowed to contribute more 

than R36 000 in a tax year to a  

TFSA (increased from R33 000 in  

the latest Budget).  This translates to 

R3 000 per month.  If you invest 

more than the limit, you’ll be taxed 

at 40% of the amount by which  

you exceeded the limit (eina!). 

There’s also a limit on the total 

amount that you can contribute to  

a TFSA over your lifetime.  This  

was initially set at R500 000, and  

has remained unchanged despite  

the Budget announcing the increase 

in the annual limit.  If you contribute 

the maximum annual amount each 

year it’ll take you just short of 14 

years to reach the lifetime limit. 

Note though that contribution 

limits only apply to the money  

that you put into a TFSA.  Thus,  

any interest, dividends, or proceeds 

Part 1 dealt with the ‘vital stats’ of the RA.  Over in the blue corner, we 

now present the TFSA 

TFSA vs RA (Part 2) 

By: STEALTHY WEALTH 

RETIREMENT PLANNING 

 

TFSAs are exactly what they say on the tin—investment vehicles on which no tax is payable whatsoever. 
Picture credit: Pixabay (https://pixabay.com/illustrations/board-chalk-write-tax-charges-1076666/) 
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really flexible!  Unlike an RA, there 

are no restrictions about how much 

you can take out as cash, or what 

you have to use that cash for.  Unlike 

with an RA where you can only  

take out up to one-third of the fund 

value, with a TFSA you can take it 

all! 

 

Tax when accessing a TFSA invest-

ment 

There’s no tax payable when acces-

sing the money inside a TFSA.  Be-

cause you use aHer-tax money to 

make contributions to a TFSA,  

SARS has already taken its cut and  

is happy to let you keep everything 

that comes out of your TFSA. 

 

And the winner is ... 
So which is be)er for retirement 

planning—the RA, or the TFSA?   

Will the incumbent retain its title,  

or will we be crowning a new cham-

pion?  The answer, which (as is  

oHen the case) is not that obvious, 

will be revealed in Part 3 appearing 

in next month’s issue. 

you to lose all your money in an  

ETN if the provider goes bankrupt 

(however, no such problem exists 

with ETFs). 

 

When can you access your TFSA? 

The hinges of the door to your  

TFSA money are pre)y loose.  You 

can take money out at any time.  

This is great for those who are  

pursuing early retirement (guilty as 

charged) because it means you can 

access your money at whatever age 

you need it.  It’s maybe not so great 

for those who will be tempted to  

dip into their investment when 

they’re short of cash. 

Note that any money taken  

out of a TFSA cannot be ‘replaced’ 

without affecting your limits.  For 

example, if you put R20 000 into 

your TFSA and then took it out 

again, you’ll only have R16 000 that 

you can put in for the rest of  

the year before you hit the R36 000  

annual limit.  You will also only be 

able to contribute another R480 000 

over your lifetime. 

 

Rules when accessing the money in-

side a TFSA 

TFSAs are the gymnasts of the 

retirement product world – they’re 

earned from the investments  

inside the account won’t affect  

your annual or lifetime limits. 

 

Tax on TFSA investments 

Just like with RAs, there’s no SA tax 

payable on any of the investments 

inside a TFSA.  No tax on interest 

earned, dividends, or income—and 

no capital gains tax on sales.  Thus 

your returns will be super-charged 

because of the tax protection that 

you get. 

 

TFSA investment rules 

Because SARS is incentivising you  

to save for your retirement (by  

giving you some pre)y cool tax 

breaks), it does impose a few rules 

around what you can invest in. 

Most unit trusts and ETFs are 

available, but you aren’t allowed to 

invest in commodities (such as gold 

and platinum).  This is because with-

out this restriction, there would be 

nothing to stop an investor from 

pu)ing their entire retirement  

savings into gold, for example, which 

is not diversified and therefore  

really risky. 

You’re also not allowed to invest 

in exchange-traded notes (ETNs), 

since it’s technically possible for  

This article was originally published on 
the Stealthy Wealth blog. 
(www.stealthywealth.co.za) 

concern.  With the economy shed-

ding jobs and pressure on disposable 

income, nowadays an affordable 

monthly car payment is even more 

of a priority than it may have been  

a few years ago.  While one answer 

may be to se)le for something 

cheaper or delaying the purchase 

while saving up, another option is  

to extend the finance period or opt 

for a balloon payment. 

Over the past six years, most 

WHETHER YOU’RE a petrolhead or 

an ordinary Joe, few things trump 

the smell of a new set of wheels. 

While transport is a major consi-

deration for most South Africans, 

you only have to take a quick glance 

at new vehicle advertising to realise 

that buying a car is about much 

more than ge)ing from A to B.  It is 

about aspiration. 

Yet, even for high-income South 

Africans, affordability can be a  

South Africans applying for vehicle 

finance chose a 72-month finance 

option—effectively paying their car 

over six years.  More recently, it is 

not unheard of to be offered pay-

ment terms of 84 months (7 years)  

or even 96 months (8 years)—a deci-

sion that can reduce the monthly 

instalment significantly. 

Although longer-term loans may 

address affordability concerns, it is 

also likely that when you trade- 

in the car three or four years down 

the line, its market value may not  

be enough to cover your outstan-

ding car debt—leaving you out of 

pocket for the shortfall.  The longer 

you extend the term of your loan, 

the longer it will take to reach a 

break-even position (where the out-

standing debt equals the trade-in 

value of the vehicle). 

Although longer-term loans may address affordability concerns, there 

are also other factors to consider 

Beware of that ‘a;ractive’ 
96-month car loan offer 

By: FAISEL MKHIZE 
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out of pocket for the difference. 

You will pay more interest over 

the period of the loan (all else being 

equal).  Because the outstanding 

loan amount falls at a reduced  

pace, the capital amount on which 

interest payments will be calculated 

will be higher at the same point in 

time (for example, 10% on R100 000  

is more than 10% on R95 000). 

The repair costs may also become 

a headache.  Most warranties cover 

100 000 km or three years.  If you 

finance a vehicle over 96 months,  

it is more likely that you will have  

to cover repair costs from your  

own pocket aHer the warranty runs 

out. 

We also find that default rates 

increase where customers finance 

their vehicles over longer periods  

of time, which negatively affects 

their credit score. 

 

The verdict 
We encourage customers to finance 

An example demonstrates this 

clearly: Let’s assume that you buy  

a new vehicle for R250 000 and  

borrow the full amount (100% loan).  

At an interest rate of 12.5% and a  

finance period of 72 months, the 

monthly payment will be around 

R4 950.  If the period is extended to 

96 months, the monthly instalment 

drops to around R4 130 (R820 less). 

The average car ownership pe-

riod in South Africa is around four 

years, at which point the customer 

will still owe R100 830 on a 72-month 

loan, compared to R152 950 if the  

car was financed over 96 months.   

At this point, a buyer who financed 

the car over 96 months may find 

that the trade-in value is less than 

the outstanding loan amount, and 

may be unable to se)le their current 

loan when they a)empt to trade 

their car in for another vehicle. 

So where does that leave car  

buyers?  Is a longer-term loan 

(beyond 72 months) the way to  

go, or not?  Let’s consider the pros 

and cons. 

 

The pros 
Since these longer-term loans ad-

dress affordability concerns, they 

alleviate cash flow pressure and  

can help buyers to enter the mar- 

ket even on a tight budget. 

With lower monthly payments,  

a buyer may also qualify for a lar- 

ger loan, allowing them to finance  

a more expensive car. 

 

The cons 
As mentioned earlier, the most  

significant drawback of a longer-

term loan is the risk that the out-

standing credit may exceed the  

market value at the point you want 

to trade in the vehicle, leaving you 

vehicles over shorter periods.  As 

such, we prefer not to offer cus-

tomers a finance term beyond 72 

months when they apply for a car 

loan.  While affordability is an im-

portant consideration, we firmly 

believe that buyers—first-time buy-

ers and buyers in the volume market 

in particular—should finance a vehi-

cle over 72 months or less. 

It is also important to consider 

the impact of the balloon payment 

(inflated final instalment).  Financing 

a R250 000 vehicle over 72 months 

with a 30% balloon payment (12.5% 

interest, no deposit) will reduce the 

monthly instalment from around 

R4 950 to roughly R4 250, but will 

result in you paying much more  

interest over the six-year period. 

By choosing something practical 

that suits your needs and paying  

it off as quickly as possible, you  

can save a lot of money over time, 

particularly during these difficult 

economic conditions that we are 

facing as a country. 

This approach can have a signi-

ficant impact on your overall finan-

cial health, and will stand first-time 

buyers in particular in good stead  

in the long run. 

While longer loan periods make monthly instalments more affordable, the potential downsides include 
becoming over-burdened with debt, and ending up with a worn-out vehicle towards the end of the term. 
Picture credit: Pixabay (https://pixabay.com/photos/firewood-wood-overload-pick-up-1443207/) 

 

 

 

 

KEY UPCOMING TAX SUBMISSION DATES 
 

Provisional tax returns 

31 Aug 2020 First provisional tax return, 2021 tax year 
30 Sep 2020 Third provisional tax return, 2020 tax year 
 (voluntary top-up payment to avoid interest on any shortfall) 
 

Personal income tax returns, 2020 tax year 

July 2020 Tax Filing Season opens 

Faisel Mkhize is the managing execu-
tive for vehicle and asset finance, retail 
and business bank, Absa Group. 
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Q & A 

 TAX BREAKS  
 

 

What’s the best low-risk, income-generating  

investment for a retiree? 
Structuring a retirement income product is one of the most important investment decisions you'll make 

 

QUESTION 

My mother recently retired and will be receiving her provident fund.  Her lump sum will be about R400 000, which is not much as this will be  

her only source of income besides the old-age pension from the government.  What would be the best way for her to invest her money, where she 

would receive a monthly income from it without the risk of losing it? 
 

Answer provided by ELKE BRINK, a financial planner at PSG Wealth 

STRUCTURING A retirement income product is one of the most important investment decisions we need to make in our lives.  When retiring 

at 65, for example, this is only the start of another 20- to 30-year investment term.  At retirement there are a few important decisions that will 
need to be made: 

1. Selecting the appropriate investment product.  As there are different tax implications with different products, as well as differences  
in accessibility, finding a suitable product for your individual needs is imperative.  I advise speaking to a financial advisor to make an  

informed decision. 
2. Determining the monthly financial need and income drawing percentage. 

3. Choosing an investment strategy and underlying funds. 
 

Firstly, the type of investment product will need to be selected.  To make this decision, the source and the fund value of the investment need  

to be taken into account, as well as the tax table that is used at retirement.  
You do not say whether your mother has previously made a withdrawal from 

a retirement fund.  At retirement (from the age of 55 years), the first R500 000 

will be tax-free upon withdrawal, and aHer that, the sliding scale will apply. 
The investment product that is most oHen used at retirement is a living 

annuity.  An annual income of 2.5% to 17.5% of the fund value needs to be  
selected—and this income can only be amended annually on the anniversary 

date.  The income received will still be taxable, and you are allowed to nomi-
nate beneficiaries on this investment should something happen to you. 

The fact that she is invested in a provident fund and the value is below  
the R500 000 tax-free threshold, makes it possible to withdraw all the funds, 

and to invest the funds back into a voluntary (accessible) investment—this 
option will provide more flexibility as the income withdrawal can be amended throughout the investment term.  

The second important aspect will be to select which income percentage will be drawn.  This is probably the most important decision, as 

drawing too high a percentage will deplete the capital too quickly. 
Even a very well-performing investment will not be able to out-

perform a higher-than-advised income withdrawal.  Taking inflation 
into account as well as the performance of the investment, it is  

important to ensure that your drawdown rate will not erode your 
capital too quickly.  For example, drawing an income of 5% annually 

with an investment return of 10% will ensure that the capital will 
last for 33 years, whereas if that withdrawal percentage is however 

increased to 7.5%, the number of years for which an income can  
be sustained decreases to 13. 

Lastly, selecting an appropriate, well-diversified investment stra-
tegy will be very important. With any income-generating invest-

ment, it is important to find the correct balance between low-risk short-term structured funds, and longer-term growth assets that will ensure 

the capital is still earning an above-inflation return. 
 
 

Do you have a question relating to your finances?  Pop us an e-mail to info@bellanmedia.co.za.  We will select one answer for publi-

cation in Personal Finance each month.  Unfortunately, we will not be able to respond to questions individually. 


